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Confidential Noncompliance 
Reporting Channel
FLA Principle of Monitoring, Obligation of 
Companies: Develop a secure communications 
channel, in a manner appropriate to the culture and 
situation, to enable Company employees and 
employees of contractors and suppliers to report to the 
Company on noncompliance with the workplace 
standards, with security that they shall not be punished 
or prejudiced for doing so. 
No policy to ensure workers can use them without 
fear of reprisal and no procedures for solving 
complaints. 
record review, 
management interview
Set up policy to ensure workers can use them 
without fear of reprisal and no procedures for 
solving complaints.
4/30/2007 Factory to provide a confidential grievance 
procedure for employees to report 
grievances and to investigate all allegations 
immediately. For every grievance, 
investigation properly documented.  
Completed
Legal Compliance for 
Juvenile Workers
1) Protection regulation for juvenile workers Article 6. 
Employers should provide physical examinations for juvenile 
workers as per below requirements: before pre-employment; 
being in service for a year; reach 18 years old; and over half 
a year to last physical examination. 2) Article 10. Employers 
should process and bear all fees for physical examinations 
and registration for juvenile workers.
Employers will comply with applicable laws that apply 
to young workers, i.e., those between the minimum 
working age and the age of 18, including regulations 
relating to hiring, working conditions, types of work, 
hours of work, proof of age documentation, and 
overtime.
1) Juvenile workers should pay for pre-
employment physical examination. 2) [Only 
some juvenile workers in factory have] had pre-
employment physical examinations.
No policy exists regarding protection for juvenile 
workers.
record review, 
management interview
According to local juvenile workers protection 
law, factory should register all juvenile 
workers in local labor bureau and provide free 
physical check to them periodically until they 
are 18 years old.
4/30/2007 1) Factory set up protection policy for 
juvenile workers. 2) All juvenile workers 
registered in the local bureau, as well as 
conducted body check as law required.
Completed
Monetary Fines and Penalties  Employers will not use monetary fines and penalties 
for poor performance.
Worker handbook, Chapter 10. Workers fined 50 
RMB for warning, 100 RMB for lesser infraction, 200 
RMB for bigger infraction. Work time management 
regulation (implemented from this June and posted on 
factory's entrance wall) says that workers who ask 
others to swipe cards for them will be fined 100 RMB. 
Workers who swipe time cards for other workers will 
be fined 200 RMB. There is a poster posted in 
workstation saying that workers who produce rejected 
products will be fined at least 50 RMB. The 
management explained that they never fined workers, 
through payroll review, auditor cannot find any 
deduction for fine.
Management explained that they never 
fined workers, through payroll review, 
auditor cannot find any deduction for 
fine. Workers interviewed also reported 
that there were such regulations, but 
never been really fined.
record review, 
management and 
worker interviews
Factory has never fined workers in actual 
practice. However, factory will revise 
workbook in December 2006, deleting all 
wording referenced to fines. 
4/30/2007
Other/Policy Factory does not have a specific policy for 
termination or retrenchment for operational 
purposes.
record review, 
management interview
Set up the policy for termination/retrenchment 
for operational purposes.
4/30/2007 Factory had set up the policy. Completed
Employees' profile management. Articles 6 and 7. Employers 
should maintain profiles of mobile or dead employees.
Management can only show auditors records of 
terminated employees after this July, due to 
change in management and boss.
record review, 
management interview
All personnel files shall be kept at least 12 
months.
4/30/2007 Factory resumed to keep personnel files for 
at least 2 years since November 2006.
Completed
Policy In cases where discipline process results in 
termination, there is no policy providing workers 
with an opportunity to reply, challenge or make 
appeals against termination.
record review, 
management interview
Set up the policy. 4/30/2007 Factory had set up the policy. Completed
Hiring Discrimination 
Practices
Employment decisions will be made solely on the basis 
of education, training, demonstrated skills or abilities. 
All employment decisions will be subject to this 
provision. They include: hiring, job assignment, wages, 
bonuses, allowances, and other forms of 
compensation, promotion, discipline, assignment of 
work, termination of employment, provision of 
retirement.
Recruitment ad posted at factory gate said that 
factory needed female workers between 18 to 
30 years old.
No policy on non-discrimination. record review, visual 
inspection, management 
interview
Contractor must be committed to equal 
treatment of all individuals – regardless of 
race, color, sex, national origin, age, religion, 
marital status, sexual orientation, gender 
identity, gender expression, veteran status, 
disability or any other factors that are not job 
related.
4/30/2007 Reviewed recruitment poster in factory, no 
discrimnationary words found. Factory set 
up the non-discrimination policy and posted 
it in the main areas.
Completed
Sex discrimination Labor Law. Article 46 The distribution of wages shall follow 
the principle of distribution according to work and equal pay 
for equal work.
There shall be no differences in compensation and 
benefits attributable to gender.
Factory provides workers with half-year bonus, 
but male workers receive 1100 RMB and female 
workers receive 1000 RMB.
record review, 
management and 
worker interviews
Contractor must be committed to equal 
treatment of all individuals – regardless of 
race, color, sex, national origin, age, religion, 
marital status, sexual orientation, gender 
identity, gender expression, veteran status, 
disability or any other factors that are not job 
related.
4/30/2007 Policy revised; current bonus based on job, 
not gender.
Completed
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FLA Audit Profile
China
070015436E
Global Standards
Children's wear
Cutting, Sewing, Checking, Packing, Embroidery
October 31, 2006
RemediationIEM Findings
1. Code Awareness
3. Child Labor
Nike, Inc.
300
2. Forced Labor 
There will not be any use of forced labor, whether in the form of prison labor, indentured labor, bonded labor or otherwise.
No person will be employed at an age younger than 15 (or 14 where the law of the country of manufacture allows) or younger than the age for 
completing compulsory education in the country of manufacture where such age is higher than 15.
Every employee will be treated with respect and dignity.  No employee will be subject to any physical, sexual, psychological or verbal harassment of 
abuse.
No person will be subject to any discrimination in employment, including hiring, salary, benefits, advancement, discipline, termination or retirement, 
on the basis of gender, race, religion, age, disability, sexual orientation, nationality, political opinion, or social or ethnic origin.
4. Harassment or Abuse
5. Nondiscrimination
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Document Maintenance/ 
Accessibility
All documents required to be available to workers and 
management by applicable laws (such as policies, 
material safety data sheets (MSDS), etc.) shall be 
made available in prescribed manner and in local 
language or language spoken by majority of workers if 
different from the local language.
Not all workers who use chemicals have access 
to MSDS.
visual inspection MSDS can be accessible by any workers who 
use it.
4/30/2007 Factory already set up written chemical 
policy and MSDS. Post all related MSDS at 
chemicals areas.
Completed
Evacuation Procedure Fire Safety Law Regulation 14, point 6. All exits and 
pathways must be clear and open during working hours. 
FLA standards: Worker shall be trained in proper first aid.
All applicable legally required or recommended 
elements of safe evacuation (such as posting of 
evacuation plans, unblocked aisles/exits, employee 
education, evacuation procedures, etc.) shall be 
complied with and workers shall be trained in proper 
safety, first aid, and evacuation procedures.
1) Locked fire exit at G/F and 1st/F during 
working hours. 2) Some aisles and pathways 
are blocked. 3) No first aid training.
visual inspection 1) Fire exit shall be accessible any time. 2) 
Aisles and pathways shall be free of 
obstacles. 3) Provide training on first aid in 
factory.
4/30/2007 Factory strengthened the housekeeping 
and all employees are well trained. No lock 
on fire exit any more.
Completed
Safety Equipment H&S Regulation 31: All units must provide first aid kits. Fire 
Safety Law Regulation 29: All units must have regular 
checks for fire extinguishers. Fire Safety Law Regulation 
10.2.6: All pathways, exits and stairs must have functioning 
emergency lights.
All safety and medical equipment (such as fire fighting 
equipment, first aid kits, etc.) shall be in place, 
maintained as prescribed and accessible to the 
employees.
1) First aid kits not well stocked, found 1 locked 
at checking department. 2) Found fire 
extinguishers do not have regular checks; 3 of 
them were out of order.  
3) No separate fire alarm, alarm is same as bell 
that is used for start/finish time. 4) Some 
emergency lights are out of order and no regular 
checks.
visual inspection 1) First aid kit shall be easily accessible. 2) 
Fire facilities shall be checked monthly and 
kept records. 3) Fire extinguishers shall work 
properly.
4/30/2007 1) Set up inspection for all first aid kits; 
changed all expired medicines. In order to 
keep track, expiration date is added to 
medicines tracking chart. 2) Replaced 
broken fire extinguishers and conducted 
inspection periodically. 3) Separate fire 
alarm system had been installed. 4) New 
emergency lights had been installed and 
inspected monthly.
Completed
Personal Protective 
Equipment (PPE)
H&S Regulation 74. Factory must provide appropriate 
personal protective equipment.
Workers shall wear appropriate protective equipment 
(such as gloves, eye protection, hearing protection, 
respiratory protection, etc.) to prevent unsafe exposure 
(such as  inhalation or contact with solvent vapors, 
noise, dust, etc.) to hazardous elements including 
medical waste.
Found PPE for some workers is not appropriate 
and some workers do not have PPE. No 
appropriate metal gloves provided, pregnant 
worker utilizing chemicals without protection, 
and no gloves for handling cleaning solvents.  
Embroidery workers do not have proper ear 
protection.  
visual inspection Provide proper PPE to all affected workers; 
PPE shall be maintained properly.
4/30/2007 Delivered PPE to workers as well as 
provided training to workers who use PPE.
Completed
Chemical Management H&S Regulation 6, point 3. All chemicals should have clear 
Chinese labels on container.
All chemicals and hazardous substances should be 
properly labeled and stored in accordance with 
applicable laws.  Workers should receive training, 
appropriate to their job responsibilities, in the safe use 
of chemicals and other hazardous substances.
No Chinese label posted by chemicals used by 
workers.
visual inspection Chemical shall be labeled well. 4/30/2007 Had posted Chinese label. Completed
Chemical Management for 
Pregnant Women and 
Juvenile Workers
To prevent unsafe exposure to hazardous chemicals, 
appropriate accommodations shall be made for 
pregnant women and minors as required by applicable 
laws in a manner that does not unreasonably 
disadvantage employees.
Found 1 pregnant women working in sample 
room using cleaning solvent (chemical) without 
any protective equipment provided.
visual inspection, 
worker interviews
Provide proper PPE to all affected workers; 
PPE shall be maintained properly.
4/30/2007 1) Workers were lacking of PPE 
knowledge. 2) Incorrect PPE, like normal 
masks, not suitable for chemical using.
Pending
Ventilation/Electrical/Facility 
Maintenance
Fire Safety Law Regulations 41 and 45. All electrical wires, 
junction boxes and appliances must be connected safe.
All ventilation, plumbing, electrical, and lighting 
services shall be provided and maintained to conform 
to applicable laws and prevent hazardous conditions to 
employees in the facility.
Electrical wires and junction boxes poorly 
maintained and have unsafe connections (inside 
workshop).
visual inspection Electrical facilities shall be maintained 
properly and have safe connection.
4/30/2007 Electrical facilities maintained properly. Completed
Machinery Maintenance Industrial Safety Regulation 32. Machinery should have 
protective cover or guard for protection.
All production machinery and equipment shall be 
maintained, properly guarded, and operated in a safe 
manner.
1) No protective cover and guard on some 
sewing machines. 2) Found 1 cutter machine 
without 2 hands safeguard (can use with 1 
hand).
visual inspection All stitching machinery shall be guarded 
properly. All 2-hands operation machine shall 
be operated by 2 hands. 
4/30/2007 Machines were proper guarded. Found 
workers operate machine with 2 hands at 
walkthrough.
Completed
Sanitation in Facilities FLA standards. All facilities including facility buildings, toilets, 
canteens, kitchens, and clinics, shall be kept clean and 
safe and be in compliance with applicable laws.
Floors broken and damaged in cutting 
department and on some sewing floors.
visual inspection Floor shall be maintained properly and 
eliminate any possibilities of damaging 
people.
4/30/2007 Broken floors are fixed. Completed
Freedom of Association:  FLA 
Comment
Employer 
Interference/Elections
China Trade Union Law, Article 26. Members of trade union 
committee should be elected among trade union members or 
representatives of the union members; chairman and vice 
chairman of the union should be elected through meeting 
held by trade union members or representatives of the 
members, or elected by members of trade union committee. 
Workers’ organizations have the right to elect their 
representatives and conduct their activities without 
employer interference.
Candidates for union chairman and members of 
union committee chosen by management.
record review; manager 
and worker interviews
According to Nike MCLS, employees have 
right to elect representatives of their 
organizations and to conduct activities without 
contractor interference.  Thus, contractor will 
not interfere with right to freedom of 
association by controlling employee 
organizations or by favoring 1 organization 
over another.
4/30/2007 Union member confirmed by local 
government union (ACFTU). Additional 
member election will be conducted later.
Ongoing
FLA Comment:  The Chinese constitution guarantees Freedom of Association; however, the Trade Union Act 
prevents the establishment of trade unions independent of the sole official trade union – the All China Federation 
of Trade Unions (ACFTU).  According to the ILO, many provisions of the Trade Union Act are contrary to the 
fundamental principles of freedom of association, including the non-recognition of the right to strike.  As a 
consequence, all factories in China fall short of the ILO standards on the right to organize and bargain collectively.  
Recently, however, the government has introduced new regulations that could improve the functioning of the labor 
relations mechanisms.  The Amended Trade Union Act of October 2001 does stipulate that union committees have 
to be democratically elected at members’ assemblies and trade unions must be accountable to their members.  The 
trade union has the responsibility to consult with management on key issues of importance to their members and to 
sign collective agreements. It also grants the trade union an enhanced role in dispute resolution. In December 
2003,the Collective Contracts Decree introduced the obligation for representative trade unions and employers to 
negotiate collective agreements, in contrast to the previous system of non-negotiated administrative agreements.
Employers will provide a safe and healthy working environment to prevent accidents and injury to health arising out of, linked with, or occurring in the 
course of work or as a result of the operation of employer facilities.
7. Freedom of Association and Collective Bargaining
6. Health and Safety
Employers will recognize and respect the right of employees to freedom of association and collective bargaining.
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Other 1) Labor Law. Article 16 A labor contract is the agreement 
reached between a laborer and an employing unit for the 
establishment of the labor relationship and the definition of 
the rights, interests and obligations of each party. A labor 
contract shall be concluded where a labor relationship is to 
be established. 2) Suggestions to problems about 
implementing China Labor Law. Article 18. Probation should 
include in labor contracts' period. 3) Notice to problems 
about implementing labor contract regulation. Article 3. 
Period of labor contracts is above 6 months and under 1 
year, probation should not exceed 30 days; above 1 year 
and under 2 years, probation should not exceed 60 days.
Factory keeps 2 copies of contracts in office. 
Workers do not have copies of contracts. 
Factory signs contracts with workers after 3 
months probation, but length of probation period 
is not clearly stated.
record review; manager 
and worker interviews
1) Employees shall have 1 copy of labor 
contract. 2) Probation period shall be stated in 
the labor contract clearly.
4/30/2007 Factory delivered back 1 copy of labor 
contract to affected workers; revise labor 
contract stating the key info of probation.
Completed
Minimum Wage China Labor Law. Article 48. The State shall implement a 
system of guaranteed minimum wages. Specific standards 
on minimum wages shall be determined by the people’s 
governments of provinces, autonomous regions or 
municipalities directly under the Central Government and 
reported to the State Council for the record. Wages paid to 
laborers by the employing unit shall not be lower than the 
local standards on minimum wages.
Employers will pay workers the legal minimum wage or 
the prevailing industry wage, whichever is higher.
Minimum wage of [City name] changed to 650 
RMB from 600 RMB from this August. But, 
factory still calculated workers' base wages and 
OT wages based on 600 RMB this August and 
September. 
record review; manager 
and worker interviews
1) Factory should update local law timely and 
implement or revise factory’s policy 
accordingly. 2) Factory shall back pay 
discrepancies to affected employees. 3) 
Factory drafts out action plan by month and 
sends back to Nike immediately. 4) Factory 
identifies their root cause and sets solutions 
to propose then, sends back to Nike.
4/30/2007 1) Factory updated local law and revise 
factory’s policy accordingly.  2) Factory 
back pay the discrepancies to affected 
employees. Total RMB4706 for 34 workers 
in 2 months. (August and September 2006). 
3) Factory revised process to make sure 
there is monthly contact to local union to 
catch up on policy change.
Completed
Record Maintenance Employees' profile management. Article 6 and 7. Employers 
should maintain profiles of mobile or dead employees.
All compensation records will be maintained accurately 
and should be acknowledged by the employee as 
accurate.
1) Management can only show auditors records 
of terminated employees after this July due to 
change of management and boss. 2) Personnel 
records only ID copy, workers' profiles and 
recent photos. 
record review, manager 
interview
1) All documents shall be kept at least 12 
months. 2) Personnel records contain ID 
copy, worker's profiles, recent photos, medical 
records, leave records, disciplinary records, 
etc.
4/30/2007 Factory confirm[ed] [it] will keep records. 
Will reviewed later.
Ongoing
Legal Compliance for 
holiday/leave
Wage payment regulation in [City name] Article 21. 
Employees stop working to do medical treatment in required 
period, employers should provide employees with paid sick 
leave according to employers' medical period and seniority 
as per law, but not less than 80% of minimum wage in 
current year.
Workers will be paid for holidays and leave as required 
by law.
No paid sick leave. record review; manager 
and worker interviews
According to labor law and wage defrayal 
statute, employees shall be entitled to have 
paid sick leave. Factory shall set up and 
implement paid sick leave policy. 
4/30/2007 Add paid sick leave policy and [ensure] 
workers understand it.
Completed
Overtime Limitations According to Article 41 PRC Labor Code, The employing 
unit may extend working hours as necessitated by its 
production or business operation after consultation with the 
trade union and laborers, but the extended working hours 
per day shall generally not exceed 1 hour; if such extension 
is needed for special reasons, under the condition that the 
health of laborers is guaranteed, the extended hours shall 
not exceed 3 hours per day. However, total extension in a 
month shall not exceed 36 hours. According to Regulations 
about Employee Work Time by the State Government - May 
1, 1997, Article 3: Employees shall work 40 hours per week, 
overtime is not to exceed 36 hours per month.
Except in extraordinary business circumstances, 
employees will (i) not be required to work more than 
the lesser of (a) 48 hours per week and 12 hours 
overtime or (b) the limits on regular and overtime hours 
allowed by the law of the country of manufacture or, 
where the laws of such country will not limit the hours 
of work, the regular work week in such country plus 12 
hours overtime; and (ii) be entitled to at least 1 day off 
in every 7-day period. An extraordinary business 
circumstance is a temporary period of extra work that 
could not have been anticipated or alleviated by other 
reasonable efforts.
Workers interviewed reported that they were very 
busy in this October. Some workers reported that they 
only had 1 day off in October; some workers reported 
2 days off; some reported 3 days off.
When auditors tried to review workers' 
time records in October, management 
said that it was impossible to read on 
the computer yet; we had to wait until 
November. So the auditor asked the 
management whether workers had 1 
day off every 7 days in October, 
management said yes without 
hesitation.
record review; manager 
and worker interviews
Accurate Recording of OT 
Hours Worked?
Employees will be paid for all hours worked in a 
workweek.  Calculation of hours worked must include 
all time that the employer allows or requires the worker 
to work.
If workers need to work OT until 9pm, usually 
they start working at 5:30pm, but factory only 
calculates it as 3 hours.
Working time management regulation says that 
workers should arrive at workstations 10 minutes 
before official working time. 
When we examined records, we did not 
encounter this practice.
record review; manager 
and worker interviews
1) Factory shall clarify dinner break in hours 
policy and train employees to follow work 
schedule. 2) All work hours shall be recorded 
correctly in same time keeping system. All 
extra OT hours shall be paid correctly.
4/30/2007 1) Factory added new policy. 2) If OT from 
17:00 to 19:00, factory will treat it as 2 
hours OT and give workers a snap break 
with OT pay. 3) If OT from 18:00 to 21:00, 
factory will give 1 hour dinner break (not 
paid) from 17:00 to 18:00. 
Completed
Except in extraordinary business circumstances, employees will (i) not be required to work more than the lesser of (a) 48 hours per week and 12 
hours overtime or (b) the limits on regular and overtime hours allowed by the law of the country of manufacture or, where the laws of such country 
will not limit the hours of work, the regular work week in such country plus 12 hours overtime; and (ii) be entitled to at least 1 day off in every 7-day 
period.
In addition to their compensation for regular hours of work, employees will be compensated for overtime hours at such premium rate as is legally 
required in the country of manufacture or, in those countries where such laws will not exist, at a rate at least equal to their regular hourly 
compensation rate.
9. Hours of Work
Employers recognize that wages are essential to meeting employees’ basic needs. Employers will pay employees, as a base, at least the minimum 
wage required by local law or the prevailing industry wage, whichever is higher, and will provide legally mandated benefits.
10. Overtime Compensation
8. Wages and Benefits
3
[Status]
FLA Code/Compliance 
Issue
Country Law/Legal Reference FLA Benchmark Noncompliance Risk of Noncompliance 
 Evidence of Noncompliance                        
(Uncorroborated)
If Not Corroborated, Explain Why
Sources/ 
Documentation 
Notable 
Features
PC Internal 
Audit 
Findings 
(Optional)
PC Remediation Plan
Target 
Completion 
Date
Factory 
Response 
(Optional)
Company Follow Up                                           
(January 17, 2007)
Documentatio
n
Completed, 
Pending, 
Ongoing
Company Follow up Documentation
External Verification                           
(Date)
Documentation
Company Follow Up                   
(Cite Date)
Documentation
Updates (Cite Date of Follow Up) Third-Party Verification Company Verification Follow UpRemediationIEM Findings
OT Compensation Labor Law, Article 44: The employing unit shall, according to 
the following standards, pay laborers remunerations higher 
than those for normal working hours under any of the 
following: 1) pay no less than 150% of normal wages if 
extension of working hours is arranged; 2) pay no less than 
200% of normal wages if extended hours arranged on days 
of rest and no deferred rest can be taken; and 3) pay no 
less than 300% of normal wages if extended hours are 
arranged on statutory holidays. China Labor Law, Article 48: 
The State shall implement a system of guaranteed minimum 
wages. Specific standards on minimum wages shall be 
determined by the people’s governments of provinces, 
autonomous regions or municipalities directly under the 
Central Government and reported to the State Council for 
the record. Wages paid to laborers by the employing unit 
shall not be lower than local standards on minimum wages.
Factory shall comply with applicable law for premium 
rates for overtime compensation.
Minimum wage in [City name] changed to 650 
RMB from 600 RMB from this August, but 
factory still calculated workers base wages and 
OT wages based on 600 RMB in this August 
and September. 
All workers interviewed reported that OT rate for male 
workers is 3.5 RMB per hour, while 3 RMB for female 
workers.
Through management interview and 
record review, all workers paid same 
OT rate. The management explained 
that they used to adopt this system 
before, but changed in 2004.
record review; manager 
and worker interviews
1) Factory should update local law timely and 
implement or revise factory’s policy 
accordingly.
2) Factory shall back pay discrepancies to 
affected employees. 3) Factory drafts out 
action plan by month and sends back to Nike 
immediately.  4) Factory identifies their root 
cause and sets the solution proposed, then 
sends back to Nike.
4/30/2007 1) Factory updated local law and revised 
factory’s policy accordingly. 2) Factory back 
pay discrepancies to affected employees. 
Total RMB4706 for 34 workers in 2 months. 
(August and September 2006) 3) Factory 
revised process to make sure they monthly 
contacted local union to catch up on policy 
change.
Completed
Illegal subcontracting Factory assigns a staff member to work in printing 
factory, but there are no printing operations at 
factory (printing operations are listed as being 
conducted at a subcontracted facility).
manager interview Factory monitors the subcontractor and 
educates them to follow the same practices as 
brand requires if subcontractor were located 
in the same facility.
4/30/2007 Under process. Ongoing
Miscellaneous
4
